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SETTLING DAMAGE OR LOSS BY SUBSIDENCE 


HE severe drought of the past 3 years has caused considerable damage to 
- many homes in the Midwest. This is because the extreme dryness has 
reached the soil beneath the building foundation, and has, in many cases, 
caused the soil supporting the foundation to shrink. Naturally, this allows some 
settling of the foundation, resulting in varying amounts of damage to the building. 
Sometimes this soil shrinkage, or subsidence, has resulted in severe damage. 


Casualty loss claims resulting from this type of damage can be made on in- 
come tax returns, and a good many owners of damaged properties have had ap- 
praisals made to substantiate their claims. Since amended returns may be filed 
for 1953, and since the drought has continued through this year, an increased 
number of claims is expected, along with appraisals to substantiate them. Con- 
sequently, we are reporting on our approach to the appraisal of damage resulting 
from subsidence of the soil beneath foundations. 


It is always desirable to include all three approaches to value when possible. 
However, the income approach is generally not used in these studies, as most 
of the losses are on residential properties. On commercial, industrial and 
apartment buildings, test borings are generally made prior to construction and 
adequate footings installed, which provide safety margins that are generally far 
in excess of the building’s requirements. As a consequence, these structures 
do not usually settle. Our demonstration appraisal will merely show the sum- 
mation approach which we generally employ. We would like to point out, how- 
ever, that the comparative approach is always used whenever possible as a check 
against the value reported by this approach. 


The value after subsidence must be based upon the appraiser’s judgment, as 
the sales prices of homes after subsidence vary considerably with the extent of 
the settling. We know of damaged properties that have been repaired and sold at 
prices only 5 or 10% under the market price of similar homes similarly located. 
In other cases, more severely damaged homes that have not been repaired have 
sold at prices as low as 40% under the market price of comparable properties 
without subsidence damage. Generally, the more luxurious type of residence 
suffers the greatest loss. 


The house under appraisement is a two-story and basement brick residence 
with frame interior, containing living room, dining room, kitchen and lavatory 
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on the first floor, and three bedrooms and bath on the second floor. It has a brick 
one-car attached garage. The house is 13 years old and has been well maintained 
during that time. For the purpose of demonstrating merely the damages caused 
by subsidence, we are not giving a more detailed description of the improve- 
ments nor the photographs showing the extent of the damages. The house and the 
site improvements, in our opinion, would cost $23, 130 to reproduce today. Were 
it not for subsidence, 13% normal wear and tear would have been taken on the im- 
provements, which would have resulted in a loss in value of $3,005. This would 
have reduced the value of the improvements to $20,125. The residential site and 
the landscaping have a present value of $5, 500, which results in a value of $25, 625. 
From this, however, we have deducted $315 as an accrued allowance for redecorat- 
ing. This reduces the value of the property prior to subsidence to $25,310. This 
market value is in line with recent sales prices of comparable properties in the 
vicinity that have not been damaged because of subsidence due to drought conditions. 


Within the past 6 months the subject property suffered damages because of 
subsidence. The damages occurred primarily along the foundation footings and 
walls on the north, south and west sides of the residence. In some instances, 
the cracks were as wide as a half inch, and would require underpinning and the 
installation of three tie rods. Experts in repairing such damages have estimated 
that the building would require the installation of 16 piers: 5 under the north wall, 
1 under the southwest corner of the residence, 4 under the north garage wall, and 
6 under the south wall. They recommended the installation of three tie rods in the 
foundation of the residence - two of the rods to run from east to west along the 
north and south interior walls of the basement foundation, and the third to run 
north and south along the west interior wall of the basement foundation. In addi- 
tion to this work, the contractor would include pointing the cracks in the masonry 
exterior walls and calking the exterior openings where required. We know that 
any responsible contractor would refuse to give a firm commitment for the re- 
quired work without allowing a large sum for contingencies, as he does not know 
exactly how deep he must go to strike a firm subsoil condition. We know that most 
of the piers in this vicinity are approximately 16 feet in depth. The contractor’s 
estimate for the job, though not firm, amounted to $3,000, which is in line with 
our estimates which are based on a pier cost of $16 per foot. 


In addition to this basic work, there are minor interior faults that would 
require repair and redecoration to remove the obvious damage caused by the 
settling. In the living room on the first floor the fireplace anc the flooring are 
separated and require filling. The ceiling is badly cracked, as is the west wall. 
The dining room ceiling and the south and west wails are 7.lso severely damaged. 
Furthermore, there are gaps where the flooring has dropped away from the base- 
board. The gaps will require filling and the quarter round will have to be replaced 
along the south and west walls with a larger size molding. The kitchen has two 
major cracks in the south wall and cracks in the ceiling and west wall. The sink 
cabinet has pulled away from the door trim about 14 inches and requires filling. 
The plastered ceiling and the north wall in the lavatory are also cracked. 


The bannister of the stairway to the second floor has pulled away from the 
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wall and requires resetting with a plate. On the second floor in the southwest 
bedroom the plaster is cracked on the south wall and the ceiling. There is alsoa 
crack in the north wall above the doors. In the southeast bedroom the ceiling 
and the south wall are cracked. The plaster in both closets in this room is also 
cracked. The northeast bedroom, which is used as a sitting room, has cracked 
plaster on the south wall over the door, and on the east wall and ceiling. The door 
jamb leading to the second floor porch is out of plumb and the door requires re- 
hanging. The bathroom plaster is cracked on the east wall and the tile on the north 
wall is cracked, but not extensively. It is our belief that the cracked tile is still 
serviceable and need not be repaired. It is one of the minor damages that have oc- 
curred in the house that a prudent ower would not repair, but nevertheless tend to 
depreciate the house. It is our opinionthat a good plaster patching jobthat is feather- 
edged would restore the cracked plaster walls. However, the ceilings which have 
a troweled plaster finish will require more extensive repairs. Some of the rock 
lath that has pulled loose will have to be renailed. The walls in this house have 
been papered and the ceilings painted. It would be impossible to match the wall- 
paper, which is in good condition except for the serious cracks that mar its beauty. 
Consequently, it is our opinion that redecorating is necessary. Listed below is 
our estimate of the cost of restoring the interior finish of this residence. 





Remove wallpaper, resize walls in six rooms and hallway $ 360 
Patch ceiling and wall plaster in six rooms, hall closets, 

bath and lavatory 
Spackle, paper and repaint where necessary 
Carpentry: Reset or replace quarter round, molding 

at baseboards; reset bannister; rehang porch door; 

install molding between kitchen door and cabinets, etc. 
Calking and grouting 

Total interior redecorating 


We wouid like to emphasize that the decorating cost that we included above 
is necessary today because it would be impossible to repair the cracks in the 
walls and ceilings and match the paint and wallpaper. However, it is our belief 
that the decoration of the house prior to the drought damage was partially dete- 
riorated because of the time element. Some of the decorating was done within the 
last year, while some was 3 years old. It was, however, in good condition and 
probably would not have had to be replaced for another 3 to 4 years. For this rea- 
son we deducted $315 as an allowance for future decorating that had accrued prior 
to the settling. This amount consequently should not be considered as a loss be- 
cause of subsidence. We would also like to point out at this time that there is a 
great variance in decorating costs. Good paperhangers can be hired at reasonable 
prices, while exclusivedeccrators are paid extremely high prices for theirservices. 
Despite the fact that the owner of the subject property would probably have a dec- 
orator do his work, we have followed a conservative course and have allowed only 
the cost of a paperhanger in estimating our costs for the renovation job. 





The summation approach to the value of the property after the damage will 
' include allowances for the necessary repairs to restore the structure as much as 
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practicable to its original condition. The improvements in this instance which 
would cost $23, 130 to reproduce today would still have the 13% normal wear and 
tear factor that was suffered prior to the settling, which would reduce the re- 
construction cost new by $3,005 to $20,125. In addition to this, we have deducted 
another 5% to represent the loss in value caused by the irreparable damage, such as 
the weakening of the exterior walls because of the extensive cracks, the small 
cracks in the tile, etc. The openings in these cracks can be pointed, but the struc- 
tural strength of the building has been weakened, and it is impractical to repair it. 
This 5% loss in value due to structural fault amounts to $1,155. Furthermore, 
we deducted 8% to allow for loss of marketability sometimes referred to as psy- 
chological damage. This is another loss that cannot be regained. The primary 
reason for the deduction for such a loss is that any prospective purchaser would 
be wary because of the possibility of further settling at a later date. Further 
settling could be brought about because the underpinning was inadequate or because 
the underpinning was performed on only one section of the building and settling 
could take place in the portion that was not underpinned. In this instance, further 
settling could occur along the east and west walls, which were not underpinned. 


The St. Louis area has had three extremely hot summers and the years have 
been extremely dry. It is entirely possible that we could have another year or two 
of this weather condition and further settling would take place. Definitely, when 
only part of a building is underpinned it is possible, because of different foundation 
conditions under all walls, that the structure will settle unevenly in the future. For 
these reasons prospective purchasers would very likely purchase a property that 
has suffered subsidence only if it could be purchased at a discount. In our opinion, 
this discount amounts to approximately $1, 850, or 8% of the reconstruction cost 
new. The sum of these items of accrued depreciation less necessary repairs 
amounts to $6,010. Half of this amount, or $3,005, was because of normal wear 
and tear, while the other half was due to the subsidence damage. This reduces 
the value of the structure after repairs to $17,120. When the estimated cost of 
repairs of $4,575 is deducted from this value, we have a present worth of the 
structure of $12, 545. To this we have added the value of the lot of $5, 500 to ar- 
rive at a fair market value of $18,045, the value after subsidence damage. 


In order to estimate the damages caused by subsidence it is merely necessary 
to subtract the value after subsidence from the market value prior to subsidence. 
This results in a loss in value or damages due to subsidence of $7, 265. These dam- 
ages may be divided into three types of damages, namely: 1. reparable damage, 
$4, 260*; 2. irreparable damage, $1,155; and 3. loss in marketability, $1, $50. 


WILLIAM JS RANDALL, Wt-A.I. 


*The reparable damages of $4, 575 were reduced by $315, the allowance for 
decorating that was set aside in the summation approach to the value prior to 
the damage, in arriving at the $4, 260. 
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